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I •  I NTRODUCT I  ON 
The  value of  the  dol Jar  affects a  major  percentage of  EAGGF  Guarantee 
Sect!on expenditure.  Most  production  aids  and  almost  all  export  refunds 
are  fixed  on  the  basis of  the  gap  existing between  Community  prices, 
expressed  In  ECUs,  and  world  prices,  generally expressed  In  dollars 
( USD). 
Other  things  being  equal,  a  change  In  the  value of  the  dol Jar  In 
relation  to  the  ecu  necessarl ly  lmpl les  a  change  In  the  gap  between 
Community  prices  and  world  prices  and  consequently  a  change  In  the 
production  aids  and  export  refunds  concerned.  If  the  dollar  rises,  the 
gap  dim1nls1·,.-..  ~.  lea<J;,,;  to  a  reduct,on  in  c;xpenditure;  If  the  dollar 
ldils,  the  Q.:;,.;  niden::;,  raising expe11u1ture. 
In  Its  conclusions,  the  European  Councl I  of  11  and  12  February  1988 
expressed  the  w! II  to  take  exp 11" 1 t  acc~·Jnt  of  the  Impact  of  the  change 
In  the  dol Jar  on  agricultural  expenditure. 
On  the  basis  of  that  guide I lne,  the  Councl I  adopted,  by  Its Decision of 
24  June  1988  concerning  budgetary  disclpl ineC2>,  enacting  terms 
providing  for  the  inclusion  of  ECU  100  million  In  a  reserve  of  the 
general  budget  of  the  European  Communities  "as  a  provision  for  covering 
developments  caused  bi  significant  and  unforeseen  movements  In  the 
oollar/ECU  market  rate compared  to  the  dollar/ECU  rate used  In  the 
budget".  The  latter  Is  equal  to  the  average  market  rate  during  the 
first  three  months  of  the  year  preced,ng  that  of  the  budget  year. 
If  the  average  value  of  the  dollar  in  the  period  1  August  of  the 
preceding  year  to  31  July  of  the  current  year  fa I Is  compared  with  the 
rate  used  in  the  budget,  the  additional  budgetary  costs are  financed  by 
a  transfer  from  the  monetary  reserve.  Similarly,  savings of  up  to 
ECU  i  000  ml  I I 1on  In  the  Guarantee  Section  where  the  dol Jar  strengthens 
are  tc  be  transferred  to  the  monetary  reserves. 
Recourse  Is  to  be  had  to  the  monetary  reserve  when  the  said expenditure 
(or,  as  the  case  may  be,  the  savings)  exceeds  a  franchise of  ECU  400 
million.  Similarly,  the  amount  of  the  transfer  relates  to  that  fraction 
of  the  Impact  exceeding  the  franchise  of  ECU  400  ml  I I lon. 
(1j  P0rsuan,  to  the  Councl I  Decision  of  24  June  1983  concerning 
t;,_toetary  u:scip! lne  and  In  part 1cular  Art ic:es  9  to  13  thereo-:' 
(0._  Nc·  L  1S5  of  15.07.1988,  p.  29). 
(::')  0  :.  tic  L  '85  of  15.07.18f<S,  p.  29 - 2  -
The  factors  for  deciding  whether  ~  transfer  shoL!Id  be  proposed  from  or 
to  the  reser~e and  the  amount  the1eof  are  to  be  provided  by  the 
Commission  in  a  report  which  It  Is  required  to  forward  In  October  each 
year  to  the  budgetary  authorities. 
rr;s  report,  relating  to  the  impact  of  the  dollar  on  expenditure  In  the 
1989  financial  year,  Is  the  result  of  the  second  appl !cation of  the 
Counci I  Decision. 
II.  jMPACT  OF  THE  DOLLAR  ON  EAGGF  GUARANTEE  SECTION  EXPENDITURE  IN 
1989 
,,,  ,_,.;t<J  tne  im;;dct  of  the  dollar/ECU  ral·!  un  the  1989  financial  year, 
cons1derat 1un  must  be  given,  pursuant  to  the  Councl I  Decision,  to  the 
gap  between  the  average  rate  recorded  for  the  dollar  between  1  August 
1988  and  31  July  1989  and  the  rate  used  in  the  1989  budget.  The  rate 
use..;  •u  a::.-.c;._  ·::tppropriat,on:;;  ior  the  1969  financial  year  Is 
:-r,  ,'31  ECU.  In  accordance,.  :h  th•'  Council  Decision,  It  corresponds 
... _  uvc::la\Je  ;  ...  ~e  ,n  the  first  lh.~_._,  ,,·,unths  of  tt;t:;  year  p(e<.:edlng  that 
of  the  financial  year  In  question  (January,  February  and  March  1988). 
T~~  .,, lowing  ta~re gives  the  monthly  exchange  rate  gaps  reccrded  In  the 
period under  review. 
I 
Recorded  Budgetary  Gap  Gap 
rate  rate.  in  ECU  as  % 
1$• ...  ECU  1$~ ...  ECU 
a  b  c  d  - b-e  e 
August  0,91  0,81  0,10  12,3 
September  0,90  0,81  0,09  11  • 1 
October  0,88  0,81  0,07  8,6 
November  0,84  0,81  0,03  3,7 
December  0,84  0,81  0,03  3,7 
January  0,88  0,81  0,07  8,6 
February  0,89  0,81  0,08  9,9 
March  0,90  0,81  0,09  11 • 1 
Apr i I  0,90  0,81  0,09  11 . 1 
May  0,94  0,81  0.13  16,0 
June  0,96  0,81  0,15  18,5 
July  0,91  0,81  0,10  12,3 
Average  1/8/88-31/7/89  0,90  0,81  0,09  11, 1 
Throughout  the  per lod  under  conslderat ion,  the  dol far  was  above  the  rate 
used  1n  the  budget.  In  particular,  after  falling  between  August  and 
December  1988,  it  then  rose  to  an  average  throughout  the  period of 
1$  =  0,90  ECU,  I.e.  11,1%  more  than  the  rate  used  in  the  budget.  This 
apprec,atJon  In  the  dol far  resulted  in  major  savings  for  the  EAGGF 
Guarantee  Section. - 3  -
Savings  estimated- the  detailed calculations  for  which  are  given  In 
Annex  I- amount  to  ECU  1.219  mi  I I ion  and  are  broken  down  by  sector  as 
fo I lows 
Cereals 
Milk  & milk  products 
Beef  & veal 
Plgrneat 
Eggs  and  poultry 
Oil seeds 
Protein plants 
Cot ton 
TOTAL 
m ECU 
471 
262 
57 
24 
38 
257 
73 
37 
1. 219  -
Savings  made  were  higher  than  the  franchise of  ECU  400 million.  A 
transfer  should  be  made  to  the  monetary  reserve  (chapter  102).  The 
amount  of  that  transfer  is  determined  as  follows 
Estimated  total  savings 
Franchis~  (remaining  to  EAGGF  Guarantee  Section) 
Amount  to  transer  to  the  monetary  reserve 
1. 219 
- 400 
I I I.  PROPOSED  TRANSFER  FROU  TITLES  1  and  2  IN  PART  8  OF  THE  BUDGET  TO 
THE  MONETARY  RESERVE 
It  shouia  be  stressed  that  the  estimated  savings  for  the  various 
products  do  not  necessarl ly  mean  identical  aval labl I I ties at  the  end  of 
the  year.  Parameters other  than  the  dol lar/ecu  rates,  such  as  export 
volumes,  world  dollar  exchange  rates,  fluctuations  In  the  rhythm of 
~ay~ents etc.  have  a  maJor  effect  on  the  final  need  for  appropriations 
In  the  various  Chapters.  AI  I  of  these  factors  combine  to determine 
whether  or  not  there  w  1 1 I  be  any  ava i I  ab II  It I  es  at  the  end  of  the  year. 
In  the  I ight  of  these  factors,  the  Commission  Is  proposing  transfers 
from  the  following  chapters  : 
From  chapter  10 
Frorr.  chapter  12 
From  chapter  21 
Cereals  and  rice 
Oils  and  fats 
Beef  and  veal 
To  chapter  102  :  Monetary  reserve 
- 494 
- 245  - 819 
80 
+  819 - 4  -
The  articles  and  posts  concerned  by  the  transfer  are  given  In  Annexe  11. 
Tl,:esc  s.;,.  ;,~,;:o  ,,..::je  ..,  1d  tr".:.ns:  red  to  n,e  monetary  reserve  where  they 
remair:  a::  .:..:Jncelled  and  thus  cont:-ibute  towards  forming  a  budget 
surplus.  ~h  Is  counted  as  revenue  In  the  following  budget. 
This  operat  Jn  Is  carried out  by  a  letter of  amendment  during  the  budget 
procedure  in  respect  of  the  budget  for  the  following  year. , PBUO/EN/liOlD-7) 
~~!!_!._~  .!_:  ~~"'-'~~!!!..__!!!!~-~~ ~~C.11~~!!l  --~~~!•_l.!.!_~i _  ~-!.!!_.~  YEAIII 
: -------------. ------------------------------------------------------------- --------------------- . ------ --------------------·-.--.-------------•- .  ---- I 
I  I.  CA.LCULAT JON  OF  THE  GA,  IN  A,t.TES 
' ---------------------------------------------- .. -------- ~--------------------------- ------ ... --· 
1.  P1ATE  USED  IN  THE  1981  &UOCET 
2.  AA TE  RECORDED  BET'><£ EN  11!/88  AND  31 I!  /It 
i  ).  GAP  !N  lM!t.S  (IN  ECUt) 
I  'i,  CAF'  lN  RIITES  (~) 
I  Ji .CALCULATION  OF  IM,ACT  OF  CAP  IN  RATES  ON  TME  tilt BUDGET 
1  ' 
O.fttO  ECU 
0.900  ECU 
-0.090  ECU 
-11.11 n. 
I  ........ - .... ··-----------------------------------------------........................................................ ---------------------- --------....................... -
I  tHIIo4AHD  AVER- I 
AGE  WIILO  ~RICE 
A.  REFUNDS 
!  CEREALS  AND  fi.JCE 
- COM-40N  'WHEAT 
- ou"u~ WH£ • r 
I  - &-.RLEV 
I  - OTHER  CEREALS 
I  - STARCH 
- AI CE 
'  ~ILK  PRODucrs 
I  - BUTTEA 
- BUTTEAOll 
- SKttrot-4£0-MilK  POWDER 
- OTH(A  IN  MILl(  EOUIV.lLENi! 
I  BEEF  AND  VE.,l 
- FRESH  MEAT 
!  - FROZEN  MEAT 
PI GMEAf 
- CUTS  AND  SAUSAGES 
EGGS  AND  POULTRY 
- EGGS 
- POUL TAY 
I  8.  AID 
I  •••:oo•• 
!  Oil SEEDS 
I  - RAPESEED 
- SUNFLOWER 
- SOYA  8EAN5 
- L INSEEO 
I  PROTEIN  ~LANTS 
- PEAS  (HUMAN  CONSUMPTION) I 
- PEAS(ANIMAL  CONSUMPTION)! 
I  - LUPIN$  I 
- DR! EO  roOOER  I 
I  r!UE  PLANTS 
I  - COTTON 
I  TOTAL 
(  S  /T  ) 
uo 
, 70 
125 
125 
135 
300 
1550 
2DDO 
1680 
152 
1100 
900 
1300 
1000 
1275 
210 
211 
310 
371 
2&0 
24D 
240 
130 
1323 
TECHNICAL 
ADJUSTMENT 
COEHICIENT 
1.00 
1.00 
1 .oo 
I.  DO 
1.60 
1.00 
1.00 
\.00 
'.00 
1 .oo 
O.SD 
o. 50 
0.50 
0 .so 
D. 75 
1.01 
1.00 
1.DD 
1.QD 
1.00 
0.45  .... 
1.DD 
a  .3Z 
AVERAGE  WORLD  I  AVERAGE  WORLD  I  UNIT  IM~ACT  C 
PRICE  USED  I  PRICE  CONVERTED  I  GAr  IN  RATES 
(  S  /T  I 
d  •  b  )I  c 
, 40 
, 70 
12S 
125 
216 
300 
1650 
2000 
1680 
1S2 
e5o 
4SO 
650 
soo 
156 
ZID 
211 
310 
376 
210 
toe 
144 
130 
423 
INTO  ECU  AT  JIAIEI 
IS  •  0.110  ECU  I 
I  (tORR.  COEH. 
1.137 
(ECU/T I 
_, 1.111~ 
i ECU/T) 
!  f  •  •  IIC  de IV. 
100 
121 
89 
89 
15• 
2U 
, 175 
'425 
'197 
, 08 
606 
321 
463 
356 
111 
207 
210 
U1 
218 
'"  11 
103  , 
301 
-11.1 
-13.4 
_,.  9 
-1.9 
-17.1 
-23. B 
-130. f) 
-15!.3 
-133. v 
-12.0 
-67.3 
-35. 1 
-5 1.• 
-31.6 
-75.7 
-23.0 
-23.3 
-U.I 
-21.1 
-22. I 
-1.6 
-11 •• 
-10.3 
-33.4 
oUANT!TUS 
• ONCERNEO 
!ODD  T 
'78.:.  ... 
l4  :·•.; 
, 2460 
JCOO 
110(. 
15, 
275  ,., 
.. i  ~ 
100:'1 
iC.Q 
500 
425 
110 
4C~ 
1125 
3U5 
!102 
to. 
20~ 
4050 
10 
2700 
1170 
MECU  (A) 
h  •  •  x  a 
-111.0 
-•&. 2 
-123.4 
-33.7 
-32.5 
-3. 7 
-35.' 
-16.' 
-53.2 
-120. I 
-33.7 
-17 .I 
-21 .I 
-· .. 
-3D .3 
-111.1 
-U.3 
-41.1 
-3 .J 
-4.4 
-34.1 
-D.I 
-zr.e 
-31.1 
-1124.4 
NB'  ON  THE  BA"S or  THE  rtGURES  IN  THE  TABLE,  A  rALL  IN  THE  IIATE  or  THE  DOLLAR  or  10~ WOULD  LUO  TO  ADDITIONAL  EX~ENO:TURE Or  ECU  I  097,1  MILLION. 
TOTAL  BUDGETARY  IM~ACT 
DOUBLE  JIATE 
1. 074 
065 
074 
.093 
'.,  10 
,  .01!1 
1 ,111 
1.1 '9 
1. DIS 
'.107 
1 .I 10 
, .110 
, .101 
1.121 
1.oa3 
1.011 
1.011 
1.011 
'.075 
, .100 
I .100 
I.OU 
1.1U 
o.IU 
MECU  (B) 
'  •  h  )C  ' 
-213 
-49 
-Ill 
-37  _,. 
-· 
-•o 
-19 
-69 
-134 
-37 
-20 
-24 
-s 
-ll 
-121 
-ao 
-45 
-3 
-5 
-31 
0 
-30 
-37 
-!S2 
-317 
-1211 EXPLANATORY  REMARKS  RELATING  TO  ANNEX  I 
Column  (a)  of  the  table gives  al 1  the  budgetary  heading  which  are 
affected expl lcltly and  directly  by  movements  In  the  value of  the 
do II ar. 
Column  (b)  gives  the  estimated average  world  prices  In  dol Iars  for  the 
period concerned.  They  correspond either  to  average  sales prices on 
export  of  Community  products  or  to  price~ used  for  the  calculation of 
~~.~  -i,~li"  !c·~~  aids 
ii.t::..c;  >H  ICt'S  dl  ~  ll1o.l1l  qJ; 1cd  by  all  adJUSting  l.:c;~tf icient  [col.  (C)] 
Indicating  the  weighting of  the  world  price  used  to  determine  an  aid or 
refund.  By  way  of  example,  1,6  times  the  world price  for  maize  Is  used 
ir- t'le  detf''rnlr-at ton  of  the  prodt•ct ion  ref•.Jnj  for  starch while  only  45% 
of  the  world  price  for  soya  cake  is  used  for  the  production aid  for  peas 
Intended  for  human  consumption. 
In  other  cases,  the  coefficient  expresses  the  estimated proportion of 
trade  directly  affected  by  world  prices  expressed  In  dollars  (e.g.  beef 
and  veal,  eggs  and  poultry). 
Column  (d),  gives  the  average  world  prices corrected  by  the  adjusting 
coefficient  whl  le  column  (e)  gives  the  same  prices converted  into  ECU 
us1ng  the  exchange  rate  used  in  the  budget.  The  unit  Impact  of  the 
11,1%  rise  in  the  value  of  the  dollar  is  given  In  column  (f)  In  ECU  per 
tonne.  This  unit  amount  multlpl ied  by  the  estimated  quantities 
qualifying  for  aids  and  refunds  during  the  period under  consideration 
gives  the  impact  In  agricultural  m ECUs  [col.(h)]  and  In  million 
budgetary  ECUs  [coi.(J)]. COWWISSION 
OF  THE 
EUROPEAN  COMMUNITIES 
Directorate-General  for  Agriculture 
EAGGF-Guarantee  Section 
A N N E X  I I 
1989  GENERAL  BUDGET 
SECTION  I I I - COMMISSION 
PART  B- OPERATING  APPROPRIATIONS 
TR~NSfiBS_F~~M CHAPTER  TO  CHAPTER 
1.  FROM  CHAPTER  10- CEREALS  AND  RICE 
IRTICLE  101  - INTERVENTION  STORAGE  OF  CEREALS 
'OST  101'  ,,,~u•;lrAL ,''  r·'"  DIJRI  'S  ST'JRAGt 
:'OSi  jCJi~- J,![,.;  PU[,L,L  ::,[QRAGt  ~~~~~ 
POST  1014  - DEPRECIATION  OF  CEREAL  STOCKS 
ARTICLE  102  - INTERVENTION,  OTHER  THAN  STORAGE,  OF  CEREALS 
POST  1Q?O- OTHER  INTERVENTION 
2.  FROM  CHAPTER  12- OILS  AND  FATS 
ARTICLE  125  - REFUNDS 
ARTICLE  126- PRODUCTION  AIDS  fOR  OILSElDS 
POST 
POST 
POST 
POST 
1260- PRODUCTION  AIDS  FOR  RAPESEED 
1261  - PROJ~:TION AIDS  FOR  SUNFLOWER 
1262  - PRODUCTION  AIDS  FOR  SOYA  BEANS 
1263- PRODUCTION  AID  FOR  FLAX  SEED 
ARiiCLE  127- INTERVENTION  STQ~AGE  OF  OILSEEDS 
ARTICLE  1272- OTHER  PUBLIC  STORAGE  COSTS 
3.  FROM  CHAPTER  21  - BEEF/VEAL 
ARTICLE  211  - INTERVENTION  STORAGE  OF  BEEF 
POST 
POST 
POST 
2111  -TECHNICAL  COSTS  OF  PUBLIC  STORAGE  (BEEF) 
2113- OTHER  PUBLIC  STORAGE  COSTS  (BEEF) 
2114- DEPRECIATION  OF  BEEF  STOCKS 
4.  TO  CHAPTER  102- MONETARY  RESERVE 
(PBUD/EN/0020-8) 
IN  ECU 
100.000.000 
-24.000.000 
-300.000.000 
-70.000.000 
-15.000.000 
-125.000.000 
-45.000.000 
-40.000.000 
-15.000.000 
-5.000.000 
-10.000.000 
-10.000.000 
-60.000.000 
819.000.000 